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CONVENIENCE  FOODS  AND  THEIR  COST  TO   CONSUl-lERS  l/ 
A  Pilot  Study  in  Washington,   D.    C. ^   Deceiriber  1957 


Recent  increases  in  the  retail  price  of  food  have  created 
widespread  public  interest  in  the  causes.     One  of  these  to  vhich 
attention  has  been  directed  is  the  increasing  services   connected 
■with  the  so-called  convenience  foods.      This  article  reports  on  a 
coi^arison  of  prices  of  convenience  foods  and  of  the  corre- 
sponding foods  vith  less   services.      The  majority  of  the  conven- 
ience foods  vere  little  more  expensive  and  some  vere  less 
expensive. 


Background 

Convenience  or  "serviced"   foods  have  accounted  for  relatively  little  of 
the  increase  of  27  billion  dollars  since  19-40  in  the  bill   for  narketing  farm 
food  products,    2/    More  than  half  of  this  increase,  or  about  16  billion  is 
attributed  to  the  general  rise  since  1940  in  costs  of  performing  marketing 
operations.  ^/     Nearly  5  billion  dollars  of  the  increase  is  due  to  the  larger 
volume  of  farm  products  marketed  for  consumption  by  Q.   S.    civilians.     Growth 
in  volume  reflects  the  increase  in  population  ,    higher  farm  production,   move- 
ment of  people  off  farms,   and  reduced  output  of  food  for  family  use,  which 
does  not  enter  the  marketing  system. 

The  remainder  of  the  increase,  or  6  billion  dollars,   includes  the  costs 
of  all  other  factors,  including  additional  services.      Some  of  the  important 
factors  contilbuting  to  this  increase  are  more  away-from-homie  eating  and  other 
added  marketing   services  such  as  better  packaging.     In  view  of  these  and  other 
considerations,   the  growth  of  the  processed  and  prepared   foods  industry  does 
not  appear  to  have  been  the  major  factor  in  the  increase  in  the  marketing 
bill.  2/ 

The  question  is  sometimes  raised  as  to  how  much  more  convenience  foods — 
those  with  added  marketing  service,   or  those  which  are  more  highly  processed — 
cost  than  the  foods  for  which  they  are  substituted.     Further,  it  is  asked 
whether  any  increase  in  the  part  of  the  consumer' s  food  dollar  going  to  pay 
for  the  added  services  results  in  less  money  being  spent  on  food,   or  whether 
new  products  with  added  marketing  services  may  be  a  key  factor  in  maintaining 
or  expanding  the  proportion  of  income  spent  on  food   and  services, 

1/  Prepared  in  the  Market  Development  Branch,  Market.   Res.   Div. ,    U.    S.    Dept. 
Agr.  by  Roland  G.   Harris  and  Philip  B.    Dvroskin. 

2/  It  is  recognized  that  probsbly  all   foods  sold  in  the  grocery  store  today 
have  been  changed  in  form  to   some  extent  by  added  marketing  sei^ces,   but  as 
used  here,   unserviced  foods  means  those  that  have  been  changed  less  than  the 
serviced  foods  by  processing  or  servicing. 

3./  Marketing  Costs  for  Food,    U.   S.    Dept.    Agr.,  Misc.   Pub.   708   (revised), 
Washington,   Mar.   1958,   p,   10. 

U  Famt-Retail  Spreads  for  Food  Products,    U.   S.    Dept.   Agr.,   Misc.   Pub.   741, 
Washington,  1957,  pp.   50-51. 
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To  gain  a  better  understanding  of  the  impact  of  convenience  foods,  the 
Market  Development  Branch  of  the  Agricultural  Marketing  Service  undertook  a 
pilot  study  as  a  preliminary  step  in  evaluating  the  econo/nic  effects  of  the 
trend  toward  more  highly  processed  foods.  This  study,  which  is  reported  on 
here,  was  concerned  primarily  with  relative  prices  paid  by  consumers  for  food 
with  ms.rketing  services  added  and  of  equivalent  quantities  of  food  with  few, 
if  any,  added  marketing  services. 

The  price  study  was  conducted  in  Washington,  D.  C,  during  the  week  of 
Deceifiber  9,  1957.  Prices  were  obtained  in  superiTiarkets  of  the  three  largest 
chain  organizations  in  the  Washington,  D.  C,  area.   Food  trade  spokesmen 
indicated  that  the  firms  included  in  this  study  probably  account  for  more 
than  50  percent  of  the  total  dollar  volu.Tie  of  grocery  store  sales  in  the 
Capital  City  metropolitan  area. 

This  preliminary  investigation  of  convenience  food  prices  does  not 
provide  the  final  answer  to  the  question  concerning  the  impact  of  convenience 
foods  on  the  deioand  for  farm  commoditiesj  further  investigations  are  necessary. 
The  food  industry  is  dynamic,  with  an  estimated  200  new  products  appearing  in 
grocery  stores  each  year.   It  is  believed  that  price  comparisons  should  be 
made  in  various  regions  of  the  United  States  over  a  longer  time  to  average  out 
regional  variations  and  seasonal  changes  and  to  obtain  prices  for  food  items 
uns.vailable  during  certain  seasons.   The  limitations  in  the  findings  are 
recognized,  but  it  is  believed  that  they  may  prove  helpful  to  other  researchers 
and  the  food  industry. 

Though  equivalent  quantities  of  serviced  and  unserviced  foods  were  used 
for  price  comparison.  Qualities  of  foods  in  the  two  groups  were  not  necessarily 
equal.   For  some  foods,  no  technology  has  been  developed  which  yields  a 
processed  product  equal  in  qusdity  to  the  fresh  product.  However,  there  are 
other  processed'  foods  which  in  soine  uses,  at  least,  are  equal,  if  not  superior, 
in  quality  to  the  fresh  products  that  are  displayed  in  many  retail  stores. 

Comparative  Prices  of  Serviced  and  Unserviced  Foods 

One  hundred  and  twenty-six  products  (63  serviced  and  63  unserviced)  were 
selected  for  the  study.  The  main  condition  attached  to  the  selection  was  that 
the  unserviced  products  were  also  sold  in  a  more  highly  serviced  form.   A  large 
number  of  products  were  selected  in  the  belief  that  large  numbers  would  tend 
to  average  out  differencesin  quality  and  price  due  to  factors  other  than  added 
service.   For  exanple,  the  same  grade  or  variety  of  foods  was  not  always 
available  in  both  forms.   Grades,  varieties,  and  other  food  characteristics, 
however,  were  kept  as  comparable  as  possible.   Prices  were  obtained  for  such 
convenience  products  as  packaged  frozen  ground  beef  patties,  cutup  ready-to- 
fry  chicken,  frozen  precooked  sausage,  breaded  ready-to-fry  shrimp,  instant 
coffee,  frozen  french  fried  potatoes,  frozen  chopped  spinach,  frozen  concenr- 
trated  orange  juice,  chilled  orange  juice,  and  many  other  convenience  food 
products  along  with  prices  for  comparable  products  in  the  fresh  or  unserviced 
state.   In  addition,  prices  were  obtained  from  another  study  for  such  items  as 
cake,  cookie,  biscuit,  and  piecrust  mixes,  j^./ 

5/~"Pilot  Study  of  Money  and  Time  Spent  in  Preparing  Baked  Products  from 
Individual  and  Prexnixed  Ingredients,"  Journal  of  Home  Economics,  by  Asp, 
Elaine;  Noble,' Isabel;  and  Clark,  Faith,  Vol.  4.9T"No,  9,'Nov.  1957,  pp.  717-19. 
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The  frozen  precooked  dinner  was  oinitted  from  the  study  because  no  accurate 
ingredient  or  yield  data  were  available,  at  the  time  of  the  study.   This 
information  was  necessary  for  price  comparisons.   However,  the  omission  of  the 
precooked  dinner  may  be  relatively  uniiaportant,  since  sales  of  all  frozen 
precooked  foods  amounted  to  less  than  1  percent  of  all  grocery  store  sales 
during  1956.  6/  A  few  of  the  frozen  precooked  foods  such  as  frozen  french 
fried  potatoes,  where  yield  data  were  available  were  included  in  the  study. 
Table  14  provides  a  complete  list  of  products  and  prices. 

The  prices  given  in  this  report  are  simple  averages  of  prices  for  both 
groups  of  food  in  three  different  chain  supermarkets.  Prices  were  obtained 
for  equivalent  units  of  two.  or  more  brands  of  each  food  in  ea.ch  store  whenever 
possible,  7/  From  a  total  of  52  product  price  coicparisons,  28  serviced  food 
products  were  higher  in  price  than  the  comparable  unserviced  products;  18 
serviced  products  were  lower  in  price  than  the  comparable  unserviced  products; 
and  6  serviced  products  were  equal  in  price  to  the  unserviced  products  (table 
15).  The  unserviced  forms  of  11  of  the  products  selected  for  the  study  were 
not  available  in  the  stores  because  of  seasonality.   Seasonality  is  important 
not  only  in  terms  of  availability,  but  as  an  influence  on  the  price  of  food 
products.  For  exaraple,  angel  food  cake  mix  which  contains  a  large  ruantity 
of  egg  whites  may  be  cheaper  than  the  separate  ingredients  during  the  fall 
when  fresh  egg  prices  are  higher.   Thus,  some  of  the  convenience  foods  nay 
offer  the  consumer  a  cheaper  alternative  at  certain  times  of  the  year  but  may 
be  more  expensive  at  other  times. 

Table  15.-  Difference  in  total  cost  of  52  unserviced  foods  and  equivalent 
quantity  of  serviced  foods,  averages  for  three  supermarkets  of  three 
large  chain  store  coraps.nies,  Washington,  D,  C,  December  9,  1957 


Relation  to  cost  of 
corresponding 
unserviced  foods 


Serviced  foods  — 

more  expensive 

Serviced  foods  — 

less  expensive  

Serviced  foods  — 

same  cost  ................ 

All  52  serviced  foods 


Number 

28 
18 

52 


Difference 

in  total 

cost 


Dollars 

3.32 

-2. 9  A 
0 


.38 


Difference  in 
average  cost 
per  unit 
Dollars 

0.12 
-,16 
0 


,007 


6/  Olsen,  Paul  C,  "What  the  Public  Spends  for  Grocery  Store  Products," 
Food  Field  Reoorte^r  and  Food  Topics.  Research.  1957. 

7/  Conversion  factors  were  used  so  as  to  make  serviced  and  unserviced  foods 
equivalent  on  the  basis  of  number  of  servings  in  each  unit  of  food;  see  table  1/^, 
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The  23  serviced  foods  which  vrere  more  expensive  than  the  corresponding 
unserviced  foods  cost  a  total  of  C'3.32  more  than  the  unservice  foods,  or  an 
average  increase  in  cost  of  12  cents  per  unit  for  each  of  the  foods  in  this 
group  (table  15)  •  Hovrever,  tea  bags  accounted  for  nearly  one-half  of  the 
^3«32  increase.  The  18  serviced  foods  that  vere  less  expensive  than  the 
unserviced  foods  cost  a  total  of  ^-2.94  less  than  the  unserviced  foods,  or  an 
average  decrease  in  cost  of  16  cents  per  unit  for  all  foods  in  this  group. 
Moreover,  a  honemaker  vho  purchased  all  52  of  the  convenience  foods  in  the  3 
stores  in  Washington,  D.  C.,  during  December  1957,  paid  a  total  of  only  38 
cents  more  than  a  homeraaker  who  bought  all  52  of  the  comparable  foods  without  the 
service.  The  average  cost  of  the  added  service  was  less  than  1  'cent  per  item 
for  all  foods  in  the  convenience  food  group. 

The  difference  in  the  total  cost  of  the  52  serviced  foods  and  that  of  the 
corresponding  unserviced  foods  does  not,  however,  reflect  accurately  the  impact 
of  convenience  foods  on  the  food  budget  of  the  average  shopper,  since  consumers 
do  not  buy  the  same  number  of  units  of  each  article.  Expenditures  also  are 
distributed  unevenly.   For  example,  expenditures  by  the  average  consumer  for 
one  of  the  most  expensive  convenience  foods  included,  tea  bags,  amount  to  only 
a  very  small  part  of  her  expenditures  for  all  foods.  Of  the  food  groups 
included  in  the  study,  the  average  consumer  spends  the  major  share  of  her  food 
budget  money  on  meat,  including  poultry  and  fish;  and  on  the  fresh  and  processed 
fruits  and  vegetables.  Prices  of  convenience  foods  in  the  meat  and  produce 
groups  included  in  the  study  would,  therefore,  be  a  more  Important  factor  in 
determining  whether  convenience  foods  increased  the  cost  of  food  to  the  consumer 
than  would  convenience  foods  in  some  of  the  minor  or  speciality  foods  groups. 

To  measure  more  accurately  the  impact  of  convenience  foods  on  the  food 
budget  of  an  average  consumer,  the  price  of  each  convenience  food  or  group  of 
convenience  foods  included  in  the  study  was  vreighted  by  the  percentage  of  her 
food  budget  that  the  average  consumer  normally  spends  for  them.  _S/ 

The  results  show  the  effect  of  the  52  convenience  foods  on  the  food 
expenditures  of  an  average  consumer,  provided  that  (l)  the  expenditures  are 
made  within  the  convenience  foods  included  in  the  study  and  (?)  the  consumer 
follows  tile  purchase  pattern  of  the  average  consumer  in  1956.  A  consumer  who 
bought  $100  worth  of  unserviced  foods  in  three  Washington,  D.  C,  chain  super- 
markets during  December  1957  would  have  had  to  pay  only  61  cents — less  than  1 
percent — more  for  the  equivalent  quantity  of  serviced  foods. 

Costs  to  the  homeme.ker  of  preparing  or  servicing  the  unsei^ced  foods  in 
her  own  kitchen  were  not  considered.   Some  of  the  processed  foods  included,  in 
the  study  such  as  prepared  bread,  frozen  precooked  sausage,  canned-cooked  ham, 
canned' applesauce,  and  others  actually  are  less  costly  than  the  price  comparisons 
indicate,  because,  in  order  to  prepare  unserviced  foods,  the  horaemaker  would 
have  to  bear  the  direct  costs  of  home  preparation  such  as  gas  or  electricity 
for  cooking  and  other  direct  and  indirect  costs  of  preparing  the  food  in  the 
kitchen,  including  the  costs  of  detergents  and  scouring  material  for  cleaning 
the  utensils  used.  It  should  also  be  pointed  out  that  most  homeimrkers  probably 
cannot  approach  the  efficiency;"  of  food  processors  in  preparing  fooas.   I'or 

8/  Percentages  taken  fron  article  cited  in  footnote  6. 
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exainple,  the  conmercial  formula  for  bread,  one  of  the  serviced  foods,  contains 
a  Sfoaller  ouantlty  of  ingredients  per  pound  of  bread  than  a  home  recipe  calls 
.-<(   for  because  in  making  small  batches,  there  is  more  loss  from  dough  sticking  to 
pans  and  utensils,  kn^   wasted  food,  of  course,  is  an  additional  cost  for  the 
,hone  prepared  food  not  considered  in  the  price  comparison.   Finally,  no  cost 
was  added  to  the  price  of  the  unserviced  foods  for  the  time  it  would  take  the 
homeraaker  to  prepare  them  in  her  own  kitchen.  Time  costs  for  the  home  prep- 
aration of  foods  are  probably  an  important  consideration  to  many  homemakers.  ^/ 


\ 


y 


Convenience  foods  will  require  considerable  research  before  a  complete 
assessment  of  their  effect  on  the  individual  consumer,  the  farmer,  and  the 
marketing  system  can  be  made.  The  pilot  study  reported  on  here  represents  the 
beginning  of  such  an  effort  in  the  Depart jftent.  An  expanded  version  of  the 
pilot  study  is  in  an  advanced  planning  stage.   Some  of  the  more  obvious 
shortcomings  of  the  pilot  study  such  as  the  need  for  price  comparisons  in  dif- 
ferent seasons  and  in  different  regions  of  the  country  and  the  need  for  yield 
data  on  items  such  as  frozen  precooked  dinners  for  accurate  price  comparisons 
will  be  overcome  by  the  methodology  to  be  employed  in  the  expanded  study.  In 
addition,  other  agencies  in  the  Department  have  indicated  an  interest  in 
researching  related  parts  of  the  overall  problem,  particularly  in  the  area  of 
nutritional  comparisons  of  the  serviced  versus  nonseinriced  foods,  and  in  the 
area  of  costs  and  margins  associated  with  serviced  foods  and  their  less 
serviced  counterparts.  It  is  hoped  that  such  studies  will  provide  the  basic 
data  needed  to  evaluate  tiie  impact  of  convenience  foods  from  the  points  of  view 
of  the  producer,  processor,  and  the  consumer. 


_2/  For  further  information  on  time  required  for  home  preparation  of  foods, 
see  "Pilot  Study  of  Money  and  Time  Spent  in  Preparing  Baked  Products  from 
Individual  and  Premixed  Ingredients,"  by  E.  Asp,  I.  Noble,  and  F.  Clark, 
Journal  of  Home  Economics,  Vol.  i^9,  No.  9,  (Nov.  1957),  pp.  717-19,  and 
"Time  and  Monejr  Casts  of  Meals  Osing  Home  and  Prekitchen-prepared  Foods," 
Journal  of  Home  Economics,  by  G.  S.  Weiss,  Vol.  46,  (195^),  pp.  98-100. 


